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EXECUTIVE SUMMARY

Overview

Tourism regulations can have a significant impact on the development of a country’s
tourism industry. Among these, perhaps the most important regulations are those
concerning the classification of hotels and other lodging establishments. The two main
purposes of hotel ratings are to provide information to consumers when choosing a
lodging and to encourage and guide investment in lodging properties.

Unfortunately current Lebanese regulations do not successfully meet either one of these
needs, as they are seriously outdated, dating back to 1970 and earlier. A careful analysis
of current tourism laws reveals a confusing array of tourist establishments, an
"overclassification” of tourist establishments, an "overspecificity” in rating criteria, and a
generally confusing rating system, signifying an urgent need to modernize the country’s
tourism regulatory framework.

Structure and Focus of New Classification System

While there is no single "best” classification system for tourism properties, a review of
international experience reveals important principles and trends that Lebanese
stakeholders need to take into account in order to develop a new classification system that
is efficient and productive.

Most countries in the developed world focus their classification efforts on hotels, with
some also setting standards for some other lodging properties. It is recommended that
Lebanon follow this practice and discontinue the rating of restaurants, bars, cabarets and
other food and drink establishments. Unlike lodging ratings, food and beverage ratings
do not serve a tourist purpose.

The SRI team also suggests a new typology for lodging establishments, consolidating the
current International Hotels and Tourist Hotels into the Hotel category, and consolidating
Residence Hotels and Furnished Studios and Apartments imto Tourist Residences. Other
lodging types are Bed and Breakfasts, Condominiums, Cottages (Chalets), Lodges, Inns
(Auberges), Motels and Unigque Hotels.

Methodol for Developing New S

Drawing from other countries’ experience in developing new classification systems, the
design team developed the proposed system based on the following considerations:

> International Classification Practices: The highlight of which is a move toward
including qualitative criteria in modem rating systems.
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> International Hospitality Trends: A heavy emphasis on the quality and size of
guest bedrooms over other hotel amenities.

> Middle-Eastern Tastes: These show a predilection for many amenities at the
high-end categories.

> Lebanese Conditions: These require a need to combine infrastructure criteria to
help guide new hotel construction and remodeling of new hotels, with quality
criteria that can help maintain a quality product across all categories.

System Overview

The system that is proposed for hotels is based on the Swiss classification system, with
some quality factors borrowed from those of Scotland, England and South Africa, and
some basic standards from France, Bahrain and the World Tourism Organization’s
specifications for standards in the Middle East. The Swiss system's main attraction is
that it bas a good balance between objective infrastructure criteria and quality factors.
Moreover, its quality factors can be easily expanded as the Lebanese industry matures.
The system categorizes hotels using the internationally recognized five-star rating
system.

The standards were designed to be straightforward and transparent. Even the qualitative
factors are carefully interpreted, and are assigned a clear weight within the overall
evaluation criteria.

The system is composed of two parts. The first sets some basic standards according to
hotel category focusing on basic hotel infrastructure. The second part consists of a point
system that allows hotels to score points for amenities above the minimal standards, as
well as for quality factors, such as the quality of hotel furniture and cleanliness of public
premises. Hotels of all categories need to score a determined number of points in order
to qualify for a particular rating. Hotels that do not meet the criteria of both parts are
classified under the lower of the two categories.

The most significant proportion of weighting criteria is reserved for Guest
Accommodations factors (bedrooms and bathrooms) which are assigned nearly 40
percent of the overall weight. Overall Building Characteristics account for 29 percent of
possible points, Guest Leisure and Professional Services (work-out facilities, pools,
gardens, and business and conference facilities) account for 21 percent of possible points,
and Hotel Attention and Services (restanrants and bars, live entertainment and the
availability of miscellaneous services such as express check-out and bed tumdown)
account for nine percent of the weight.

The system was designed so as to not favor urban hotels over others and vice-versa, or
business hotels over ones primarily geared toward leisure guests. It is not expected that
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even five-star hotels will be able to offer ail the services and amenities described, but
instead it allows for hotels to offer varied products. It does assume, however, that high-
end hotels will have certain facilities either geared for leisure or business clients. An
urban five-star hotel, for instance, is not required to have a pool on the premises, since it
is likely to make-up lost points by offering high-quality conference rooms. Lower
category hotels are only expected to collect a fraction of the total number of possible
points.

The proposed system for rating tourist residences is similar in structure to that of the
hotels system, with the exception that no additional factors are evaluated beyond the
minimal ones. In other words, tourist residences are only evaluated according to their
minimum standards.

Other lodging properties, except for condominiums, are required to partially undergo this
second assessment. For these properties, the focus of the assessment is on quality factors
regarding the building, common areas and guest accommodations.

S tion

All lodging types may be assigned a "specialization,” if they choose. These designations
can help properties market themselves to potential customers. The delineation of specific
requirements for earning a designation is meant to provide consumers with some form of
assurance regarding the facilities and services offered, and to encourage investments into
these particulars on the part of hotel owners and managers.

The way in which these designations would work is that a hotel, tourist residence, lodge,
or any other lodging property, regardless of classification, would be able to be called a
"hotel and resort,” an "inn and conference center,” or a “health/wellness tourist
residence,” depending on its characteristics. It is not expected that all, or even most,
lodging properties will receive any designation, however, a property may possibly cam
more than one designation.

The specialization types are: Resort, Conference Center, Health and Wellness, Historical
and All-Suites.

Process

The classification process is designed to be conducted by an expert classification team
with a thorough knowledge of the hospitality industry and its standards. This team
should be willing 1o and capable of answering any kinds of informational questions
regarding the new standards and their interpretation.

Most developed countries are now moving to contract out the inspecting services to
consulting firms with a specialization in the area. In Lebanon, the benefits of following
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on a similar path would be substantial, and the SRI team belicves that the Ministry of
Tourism should consider taking this now best-practice approach. This concept is also
strongly supported by the Lebanese private sector, which is interested in being inspected
by a firm with an international reputation to facilitate the marketing of their properties to
tour operators, travel agencies and individual tourists in the international market. The
Ministry of Tourism should continue to have a strong role in the setting of the standards
by which the private consulting firm will evaluate and rate tourist properties.

Applying and Modernizing the Proposed Standards

The SRI team proposes providing lodging properties with a two-year transition period to
adjust to the new standards, except for those related to the structural aspects of a building.
Standards necessitating major adjustments in current buildings can be met within five
years. New lodging establishments will be subject to the new standards immediately.

Tourism regulations should always be in a state of careful evolution, seeking to best meet
the needs of a shifting industry. For this reason, it is recommended that, to the degree
possible, the new standards be established under the regulatory authority of the Ministry
of Tourism, rather than as legislation or decrees difficult to amend at a later time. The
continued revision and improvement upon these proposed standards by the Ministry and
the private sector will ensure that they stay current within a constantly evolving global
industry.
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L

PURPOSE OF CLASSIFICATION SYSTEMS

Almost every country with a tourism industry has some system for
classifying/categorizing its hotels. The two main reasons for this are to:

»

Provide Information to Consumers. Rating systems allow customers to make
informed choices about where to stay by allowing them to make comparisons
among tourist establishments. A good system will adequately differentiate the
infrastructure and/or service to be expected in a two-star hotel, versus that to be
expected in a four-star hotel. This is particularly important for tourists visiting a
place for the first time who have no knowledge of hotels in that area. Travel
agencies and operators also rely on hotel classification when putting together
packages or guiding individual customers. Categorization systems whose main
purpose is to provide this type of comparative information are often referred to as
"informational systems."

Encourage and Guide Investment into Hotels. Standards are often set to
encourage the private sector to make investments in improving and maintaining
the quality of the local hotel infrastructure. Developing countries in particular
have had governments establish standards for what a five-star hotel should look
like, so that investors interested in building hotels for intemational tourists will
build an establishment according to international standards of excellence. In
countries where standards are non-existent or antiquated, one finds a generally
lower quality of infrastructure and/or service. Even in Europe, recent experience
shows that where standards have been high, there has been a continuing interest
on the part of managers and owners in maintaining high-quality properties.
Categorization systems whose main purpose is to encourage investment into
quality are often referred to as "developmental systems.”

Typology of Systems P
L Private-Government

Classification systems worldwide vary in the degree to which they are private-sector or
government controlled. The continbum of government-private involvement can be
stylized as follows.

>

Government-Set Standards, Government Inspection: In many countries, with
France being the most important example, governments set the standards by
which hotels and other tourist establishments are to be ranked, and have teams of
governmnent inspectors whose function is to provide an establishment with an
initial rating and maintain some form of ongoing monitoring to ensure compliance
with set criteria. Among these countries there is vaniation in the degree to which
the private sector is consuited on the standards to be imposed.
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Government-Set Standards, Private Sector Inspection: In some countries,
governments have the lead role in setting the categorization standards, but are not
involved in the certification process. One type of such systems is where a
government hires consultants to do the initial and ongoing inspections under its
direction. This system allows the government to play a leading role in the
monitoring process, while giving it the ability to hire private-sector experts with
hospitality experience to perform the inspections. This eliminates the
complication and expense of having a group of inspector-bureaucrats. A second
type of system has govemments leasing the rights of conducting the certification
process to one or more companies that are allowed to do the inspecting according
to government regulations. Such companies are either paid directly by the
government according to the number of inspections performed or are given the
right to collect a fee directly from the inspected establishments.

Industry/Association Standards and Inspection: Some countries have
experimented with giving the local hotel association the power to set and monitor
classification standards. Like governments, associations can either do everything
in-house, hire consultants or outsource the inspecting activities.

Private Sector Standards and Inspection: Many countries, with the United
States being the most important example, do not have any govemment
involvement in the categorization or inspection of hotels. In such places private
sector organizations or consulting firms, such as the American Automobile
Association and Mobil in the United States, and Michelin in Europe, set their own
criteria for categorizing hotels and conduct their own inspections. Given that
these systems depend on their credibility, these organizations tend to have very
fluid relations with the private sector. The sustainability of these systems hinges
on the fact that hotels pay to be inspected and categorized by these credible
organizations, many of which not only give their stamp of approval to the
establishment but also market the inspected hotels in travel and hotel guides that
they produce for public information.

2 Infrastructure-Service

The areas on which classification systems are focused also vary a great deal between
countries and even regions and cities within countries. The type of criteria that is used
generally depends on the status and objective of the local tourism industry.

»

Infrastructure. Traditionally, classification systems have focused mostly on
benchmarking hotel infrastructure. Classic classification systems require five-star
hotels to have one or more pools, three or more restaurants, rooms of a certain
size, lobbies with art on the walls, and so on. Infrastructure standards are set, and
"stars" are awarded by the type of facilities available. One benefit of this type of
system is that such standards are relatively easy to inspect. Another is that it
encourages the construction of hotels with a minimum standard of facilities, an

SRI International 2




Tourism Classification System

B.

important issue in developing countries where developers are often uninformed
about standard facilities in the rest of the world. Under such systems, large hotels
tend to receive higher ratings than smaller hotels, most of which tend to be
independently owned. These systems have traditionally been based on the stars
systemn of classification, with hotels awarded one to four/five stars.

Service Quality. A second type of criteria focuses on judging hotels according to
the range and quality of service that they offer. These types of criteria have both
objective and more subjective aspects to them. Obijective standards include things
such as the availability of 24-hour room service and the number of languages
spoken by the reception staff. More subjective criteria can include the general
attitude and helpfulness of the personnel, certain managerial practices and the
concierge's knowledge of local restaurants. The main benefits of these systems is
that they can highlight high-quality small hotels, and they can encourage an
overall high-quality service in the industry. These types of systems can be based
on the classic star system, with hotels displaying the highest quality of attention
earning four/five stars, and those with the least earning only one. Another way in
which such systems run is by high-quality establishments earning a particular type
of ribbon, or a quality seal of approval from the inspecting organization, in
addition to the star rating they receive according to their infrastructure.

Mixed. Many systems now combine some infrastructure and some service
criteria. One example is the Mexican systems which awards one to five stars
depending on hotel facilities, and one to five diamonds depending on the quality
of service. Spain is now incorporating quality criteria into its system. Hotels are
categorized by stars that focus on infrastructure, but can also opt to be reviewed
for service. Those who meet quality standards receive a "Q" for quality that can
be displayed at their entrance and in their promotional literature.

"Recent Trends in Ratings Systems

As experience with standards grows, general lessons emerge regarding the proper focus
and methods of classification systems. While a wide variety of systems exist across
countries, the following trends appear to be prevailing.

>

Private/Public Partmerships. According to most observers, private/public
partnerships are set to become the norm in most countries. Traditional systems,
in which government set the standards and inspected facilities, have been less
popular as they are seen to be unresponsive to private sector needs and latest
trends and even prone to corruption. In these systems, industry either tends to
ignore government's long-term view or deliberately tries to undermine its efforts.
As a result, government spends an inordinate amount of time trying to force the
unwilling to comply with even basic standards. The net result is an overall
decline in standards due to the fact that the inspecting personnel takes on a
"policeman" approach to try to catch errant hotels doing something wrong. Not
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enough emphasis is placed on reward and encouragement - particularly when the
industry views the government system as just another law which is policed by
persons without the ability to add value.

The latest wend is for govemments to create the environment in which
classification can take place. Since it is in the national interests of a country to
provide world-class standards to visiting tourists and businessmen, it is Jogical
that government will need to create the necessary legislation or controlled
environment in which classification can take place. Once government
leaders/bureaucrats set the parameters of their expectations and goals, industry
representatives and interest groups are invited to sit with them to create a realistic
benchmark of prevailing industry standards. These are then compared with
international norms and standards, and a compromise and win-win Situation is
started, which ultimately ends in the formulation of a national standard.

Most often, the povernment then lets the private sector play the leading role in the
actual implementation and management of standards. This can occur by leasing
the rights to specialized consultancies, quality management companies and
anditing firms.

> Move Toward Quality Standards. There seems to be a growing concern for
integrating quality factors into hotel classification woridwide. This results from
several factors. First, there is a growing awareness that customers' ideal hotel
stays depend to a great degree on the type of service that they receive, not just on
the facilities available. Second, quality standards are a way to highlight some of
the smaller, independent hotels that may not have all the rooms and facilities
necessary to qualify for five-star rating, but may in fact provide a luxurious
hospitality experience for travelers. Third, systems with a quality component
generally meet the goal of helping hotels, particularly independents, learn about
management processes and other practices that can improve their product and
efficiency. Inspections under systems with quality standards tend to be carried
out by individuals who can not only assess the quality of the establishment, but
can also help the management reach the standards set. In this way, inspections are
not so much policing operations as they are consultancies, with botels benefiting
from the expertise of the inspectors.

International experience with quality standards highlights the need for a very high
level of expertise on the part of inspectors. In many cases, government
bureaucracies are unable to maintain and train high-caliber individuals attuned to
industry trends to perform this function. In such cases, governments either hire
individual consultants to perform inspections, or lease the activity to private
organizations with industry credibility and ability.
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II. LEBANON ANALYSIS

Current Lebanese regulations for tourism establishments are seriously outdated, dating
back to the late 1960s and early 1970s, and in some instances even earlier. The most
important of these is the September 1970 Decree No. 15598, which establishes a
typology of tourist establishments and sets guidelines for their classification.

A careful analysis of current regulations reveals the following major problems.

A Confusing Array of Tourist Establishments: The current typology of tourist
establishments specifies too many categories which are not clearly demarcated or
responsive to industry developments over the past thirty years. The curreat
differentiation between international hotels, tourist hotels, residence hotels, furnished
apartments, motels, campgrounds and others is not particularly clear and needs to be
revisited. In parficular, there is a need to consolidate categories.

An "Overclassification” of Tourist Establishments: Current regulations establish the
need for the Government of Lebanon to rate many tourist establishments that are not
normally rated in the international scene. The most salient of these is the rating of Food
and Drink establishments, which from a tourism perspective are not generally necessary
to rate. The same can be said for pools, beach resorts campgrounds and other such
propertics which are currently regulated and rated by the Ministry of Tourism. By
expending resources on these types of establishments, attention is diverted from hotcls
and furnished apartments, which are the backbone of the tourism industry and which
should be carefully rated.

An "Overspecificity” of Rules: Many of the rules goveming the classification are 0o
specific, depriving properties of originality without necessarily guaranteeing quality. It is
often better to set broader ruies that can allow for a wider variation in styles and tastes.

A Confusing Rating System: The current hotel rating system with all its categories and
subcategories (International, Four-Star A, Four-Star B, Three Star-A, etc.) is confusing
for the consumer. The prospective new system should be easier to understand, based on
the standard five-star system recognized by consumers worldwide.
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HI. PROPOSED APPROACH FOR LEBANON

As highlighted above, there is no single "best” classification system for tourism
properties. Instead, each country has to find the system that best addresses its tourism
goals and the status of its industry. Nevertheless, a review of international experience
reveals important principles and trends that Lebanese stakeholders need to take into
account in order to develop a new classification system that is efficient and productive.

A. Focus of Rating System
Lodging

Most countries in the developed world focus their classification efforts on botels, with
some also setting standards for some other lodging properties. In Lebanon, the backbone
of the tourism industry are hotels and furnished apartments, which together account for
more than 95 percent of Lebanon's lodging offerings. As will be explained in Chapter
IV below, hotel rating tends to be more exhanstive than ratings of furnished apartments,
as hotels are by-and-large the lodging type used by first-time visitors to a country.
Chapter IV will also put forth a new lodging typology that can set the regulatory structure
for inns, motels and other underdeveloped lodging types. Standards for these are
delineated in Chapter VI

Food and Beverage Establishmenits

It is recommended that Lebanon follow the practice of most developed countries and
discontinue the rating of restaurants, bars, cabarets and other food and drink
establishments. Unlike lodging ratings, food and beverage ratings do not serve a tourist
purpose. Experience shows that, unlike hotels, tourists are not guided by ratings when
choosing food and beverage establishments, instead, an initial "walk-in" can reveal the
general quality of an establishment, or tourists can receive advice from a hotel concierge
or other local sources. Moreover, given that expenses at any such establishment tend to
be a fraction of lodging expenses, tourists do not develop the same negative reactions
toward a country if they have a disappointing eating experience as when they have a
disappointing experience with their lodging. Regulations should instead focus on
hygiene and security measures, and on requiring restaurants to post their menu prices,
which agencies other than the Ministry of Tourism should be in charge of monitoring.

B. Structural Characteristics of Classification System

Use Public/Private Sector Collaboration

It will be critical for the private sector to participate actively in the formation of the
classification system. Private sector participation will be required not only in the design
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of the new system, but also once the system is implemented. Every classification system
needs to be constantly reviewed to make sure that it keeps pace with evolving market
trends and customer tastes, and the private sector is generally more in tune with these
industry changes than is government. One of the most significant problems with
classification systems in some countries is that ratings become quickly outdated due to
lack of periodic revision. This is the case with the current Lebanese system. Changes are
often also necessary to improve specifications or procedures that may be too demanding,
confusing or unnecessary.

More importantly, private sector involvement in the classification system will be crucial
to achieve the necessary "buy-in" from hotels and furnished apartments. When the
private sector feels that it has had a say in the regulatory framework under which it
operates, and understands the purpose and use classification, it tends to cooperate with
inspections, making them less prone to cheating and corruption. This is particularly
important in voluntary systems where hotels may opt not to be classified if they
fundamentally disagree with the classification system.

International experience shows that it is important for government to play a role in the
setting of rules. Government can act as an objective party and have the aim of the good
of the overall industry in mind. In Lebanon, it will be important for the goverument to
help maintain the focus on customer needs for a simple and workable system that the
tourist will understand and that will encourage owners to make investments, so as to
build and maintain quality properties, regardless of how they are classified. Mexico and
England provide two examples where the governments had to step in and be the catalyst
for improving their respective classification systems (see Annex). Moreover, Lebanon
has a tradition of government involvement in tourism classification, and it appears that all
stakeholders expect it to maintain its leading role. Perhaps this is the reason why no
private entity has sprung up to provide a hotel certification service.

Include Service Quality Criteria along with Infrastructure Criteria

As highlighted before, one of the major international trends in classification systems has
been the introduction of service quality criteria into hotel classification (though not into
furnished apartments, as pointed above). In terms of the system’s informational function
for consumers, research shows that the most important aspect for hotel guests is service,
and that they associate "Five-Star” status to luxurious service more than with any other
type of facilities. The developmental implication of service quality standards is that they
encourage hotels to invest into workforce training and better management techniques.
Any new system in Lebanon should therefore include service quality criteria.

The fact that many of Lebanon's hotels are smaller, non-brand hotels should also be an
encouragement toward the introduction of service quality standards. Such hotels are
often bester positioned to compete on service, rather than on facilities. A classification
system that encompasses level of service will highlight the smaller quality establishments
that have highly trained workers that provide world-class service.
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Infrastructure criteria shonld remain a key factor in classification. As many new hotels
are being built, and establishments destroyed during the war are being rebuilt, it will be
important to encourage construction according to the most current international
standards. Many of the current rules in place are an impediment to contemporary
construction and need to be eliminated or changed, while new standards nced to be
introduced. Classification standards will help encourage a higher quality product
offering. Moreover, new classification standards will help encourage hotels that operated
through the war, with minimal investment into their facilities over the last twenty years,
to renovate. Finally, it is expected that with the construction of intemational hotels,
many domestic hotels will seek to reposition themselves into the two and three-star
markets. Sound infrastructure criteria will be needed in place to help such hotels identify
their proper niche.

Utilize a High-Quality Inspection Team

In order for a classification system to work, it needs to be credible, and in order for a
system to be credible to the private sector, it needs to be implemented by objective
inspectors that have a deep understanding of quality factors in the hotel industry. More
and more, classification personnel are not seen so much as inspectors, but rather as
consultants that can advise hotel owners and managers on cusrent industry best practices.
Having bighly knowledgeable certification personnel is particularly important when it
comes to judging service quality and other qualitative issues.

While in some cases, namely Scotland, government inspectors demonstrate a high degree
of performance, in many instances that is not the case. The international trend is clearly
toward outsourcing the inspecting and monitoring of hotels to the private sector. The
best set-up generally is the outsourcing of inspections to a single organization, which is
allowed to charge a government-stipulated fee for the inspection service. Often, the
organization receives a subsidy from either the government or hotel association. Both
government and relevant business associations maintain a watch over the inspecting
institution's activities, suggesting changes and improvements to the process as necessary.
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IV. PROPOSED TYPOLOGY

A. Current Typology
Currently, Lebanese lodging establishments are divided into two types:

> Hotel Establishments: These include, International Hotels, Tourism Hotels,
Residence Hotels, Family Hotels, Fumished Apartments and Studios, and
Boarding Houses.  Of these, International Hotels are divided into A and B;
Tourism Hotels and Residence Hotels are divided into one through four stars; and
Family Hotels, Furnished Apartments and Studios are divided into three
categories. Boarding Houses are not categorized. This typology is confusing,
with little difference among some categories such as Residence Hotels and
Furnished Apartments and Studios, and is unique to Lebanon, thus serving a
limited informational purpose for foreign tourists, the core of the country’s
industry.

> Collective and Social Tourism Establishments: These include, Chalets, which are
classified into three categories, Tourist Complexes, which are classified similar to
Tourism Hotels into four categories, and Equipped Camps and Youth Clubs,
which are not categorized. This typology is rather dated, not including some
existing lodging types such as "Bed & Breakfasts” now popular interationally,
and "overspecifying” each category, thus limiting originality in product offerings.
The necessity of separating these lodging types from "Hotel Establishments™
above is also unclear.

B. Proposed Typology

The new typology consolidates several existing categories and modemizes it by
introducing new lodging types, and categorizes only the most important lodging types
that are generally subject to classification abroad. The distinction between Hotel
Establishments and Collective and Social Tourisim Establishments is dropped.

1. Hotels

Definition: A commercial lodging establishment that offers rooms and/or suites for a
day, week, month but that does not constitute a permanent residence for guests. It
provides services according to its category, including food and beverage service, cocktail
lounges, entertainment, conference facilities, business services, shops and recreational
services. Hotels are generally in operation throughout the year, but a hotel can be
classified as "Seasonal” if it does not operate for nine or more months of the year.

This new definition of hotels incorporates current International Hotels and Tourist Hotels,
which is consistent with international practices. Categories for ratings are simplified to
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the standard five stars rating system which is internationally recognized, without
segmentation into "A" and "B."

2. Tourist Residences

Definition: A commercial lodging establishment which operates permanenily or
seasonally and is comprised of furnished apartments that include one or more bedrooms,
a living room, a cooking area and a bathroom, offered for hire for a night, a week or a
month. Studios may combine sleeping and living areas into one room. Tourist
Residences generally offer less services than hotels.

This new definition incorporates the current "Residence Hotel” and “Furnished
Apartment” categories. This term is term is standard in European countries such as
France and Switzerland, and corresponds to the U.S. term for tourist "Apartment.”
Tourist Residences are classified into the standard five stars categories, although only
objective criteria centered on facilities are used, without the qualitative assessment that is
done for hotels, as is the world-wide practice.

3. Other Lodging Types

Most of these lodging types are not yet developed in Lebanon, with the exception of a
very few motels and inns --less than ten between all categories—all of which are generally
located outside of Beirut. General standards for categorizing these properties as they
appear in the market are also provided.

The following are generally accepted definitions of other lodging types:

> Bed & Breakfast: Usually smaller commercial establishments emphasizing a
more personal relationship between operators and guests, lending an "at home"
feeling. Guest units tend to be individually decorated. Rooms may not include
some modern amenities such as television and telephones, and may bhave a shared
bathroom. Usually owner-operated, with a common room or parlor, separate from
the innkeeper’s quarters, where guests and operators can interact during evening
and breakfast hours. Evening office closures are normal. A continental or full,
hot breakfast is served and is included in the mate.

> Condominium: A limited service establishment that primarily offers guest
accommodations that are privately owned by individuals and available for rent.
These can include apartment-style units or homes. A variety of room styles and
decor treatments as well as limited housckeeping is typical. May have off-site
registration.

) 2 Cottage (Chalet): A limited service establishment that primarily provides
individual housing urits that may offer one or more separate sleeping rooms, a
living room and cooking facilities. Usually incorporate rustic decor treatments
and are geared toward vacationers.

SRI International 10
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> Inn (Auberge): A moderate service establishment, similar in definition to a Bed
& Breakfast, but usually larger in size, providing more spacious public areas and
offering a dining facility that serves at least breakfast and dinner. May be located
in a rural or urban area.

> Lodge: A moderate service establishment of typically two or more stories with all
facilities in one building, and of rustic decor, generally located in vacation, ski or
other sporting areas. Usually has food and beverage service.

> Motel: A limited service establishment with guest accommodations similar to
hotels but offering limited public or recreational facilities. Provides ample

parking as it is usually geared toward the travelling guest.

» Unique Hotel: A unique hotel is a hotel that cannot be classified under any other
category because of special infrastructure or service peculiarities that makes the

property distinct.

This last category is worth elaborating upon. Unique Hotels is a definition used
in Switzerland for high-end hotels but are truly impossible to categorize because
of their unique peculiarities. Some of the best hotels in the country are given this
label. Some of these lodging properties are situated in castles or other such
unusual places.

Current Lebanese definitions for Boarding Houses, Equipped Camps and Youth Clubs
remain, although it is not clear how extensive are their offerings. These lodging types are
not worth categorizing, even if their number expands.

4. Types of Specialization

All lodging types may be assigned a "specialization,” if they choose. These designations
can help properties market themselves to potential customers. The delineation of specific
requirements for earning a designation is meant to provide consuaners with some form of
assurance regarding the facilities and services offered, and to encourage investiments into
these particulars on the part of hotel owners and managers.

The way in which these designations would work is that a hotel, tourist residence, lodge,
or any other lodging property, regardless of classification, would be able to be called a
"hotel and resort,” an "inn and conference center,” or a “"health/wellness tourist
residence,” depending on its characteristics. It is not expected that all, or even most,
lodging properties will receive any designation, however, a property may possibly earn
more than one designation.
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a. Resort

Definition: Lodging offering special infrastructure and services consistent with holiday
resorts.

Requirements for specialization:

e Seventy-five percent of points under Park/Garden, Swimming Pool, Nursery and
Leisure Subcategories.

e Area of pool more than 1.5m” per room or access to private beach, required.
Fitness room must eam +2 points.

e Assorted social and recreational programs are typically offered in scason.

b. Conference Center

Definition: A lodging offering special services and facilities for conferences, meetings
and seminars in or adjacent to the main lodging building.

Requirements:

The area of the conference center should be at least 500m?,

Main conference room at least 250m? with a fixed or mobile stage.
At least two working group rooms.

Adequate desks and chairs in matching styles.

Appropriate lighting.

Phone lines in all rooms.

Good ventilation and sound-proofing in all rooms.

Ability to darken rooms.

Catering capabilities.

Technical Equipment:

One retro spotlight power 400 w.

Screen corresponding to the dimension (size) of the main conference room.
LCD spotlight adapted to the screen of the main conference room.
Flip-charts or other similar equipment/facility.

Video equipment with monitor.

Professional sound system, including microphones.

Ability to provide video-recording service.

Ability to provide simultaneous translation, with comresponding equipment.
At least one ISDN link (or corresponding cabability).

Internet connection.

* & & & & & 0 0 0 9
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Services:

Secretary (trilingual)

Personal computer and printer
Photocopier

Fax 24/24 bours

Phones with conference-call capabilities.

C. Health and Wellness

Definition: Lodging offering special services and facilities for weight reduction, health
treatment and prevention, or other purposes related to improving guests'
physical/emotional well being.

Requirements:

¢ A sauna room, vapor bath, Turkish bath, whirlpool, thermal bath, other type of
therapeutic bath, fitness room, solarium, or other like facility (at least five options).
OR
An arca/special center for health, with comesponding medical supervision in the
hotel, or in the perimeter of the hotel, or pear the hotel. The health care center should
offer curative therapeutic treatments, or rehabilitation/prevention treatments.

» Extensive offering of special health foods, such as low-calorie, vegetarian, low-
cholesterol, etc.

+ Extensive space for non-smokers.
Offerings of massages, acupuncture, health/wellness courses or other types of
health/wellness programs by qualifted staff.

o Referrals to doctors, sport/fitness instructors, dieticians and like professionals in the
area.

d. Historical
Definition: Lodging property located in a historical building.
Requirements:

The building should be recognized as of historical/architectural interest.
The building is maintained/restored while preserving its historical characteristics,
preferably using expert advise.

¢ Every supplementary construction, or every enlargement has to be executed in-style,
copsistent with, but not necessarily equal to, the style of the original building.

e The internal arrangement and furniture, as well as the surroundings (garden, access,
eic.) are maintained in a way to preserve the historical character of the building.

SRI International 13
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e. All-Suites

Definition: Lodging property where over 90 percent of lodging offerings are suites. A
suite is defined as one or more bedrooms and a living room/sitting area, which is closed
off by a full wall. This subclassification can be used by lodging types where suites are
pot a requirement (¢.g. hotels, inns, lodges, motels)

Requirements:

s Ali-suite propertics need to abide by all the standards of non-suite properties of the
same type.

SRI International 14
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V.  CLASSIFICATION STANDARDS FOR HOTELS

A.  Methodology

The proposed system is the product of thorough research and evaluation of over a dozen
different systems world-wide. Among the systems evaluated were those of France,
England, Scotland, Germany, Spain, Switzerland, Mexico, the United States, Canada,
Bahrain, Dubai, Syria, Jordan, New Zealand and South Africa, as well as general World
Tourism Organization recommendations for hotel classification standards worldwide, and
standards specifically targeted to the Middle East.

Drawing from other countries' experience in developing new classification systems, the
design team developed the proposed system based on the following criteria:

> International Classification Practices: The most important trend in this area is
the marked move toward the assessment of quality factors for grading, so as to
encourage the native hospitality industry to invest and produce a quality product.
A second important trend is the shift from detailing specific requirements (i.e.
porcelain bidets) to qualitative goals (i.e. high quality furnishings). This allows
more freedom for builders to be creative and allows for a more varied product
offering between hotels. For a more detailed discussion of these trends please see

Chapter 1L

> International Hospitality Trends: The hospitality industry has significantly
evolved since the current Lebanese standards were developed thirty years ago.
Consumer tastes have changed, and with them the criteria for assigning property
ratings. In broad terms, consumers have demonstrated an emphatic concem for
the quality of their accommodations (bedrooms and bathrooms) over other criteria
when choosing a place to stay, with less emphasis on hotel size, quantty of
restanrants or shops, and other factors that used to drive hotel construction of all
categories thirty years ago. Other important trends are the increasing concern for
workout gym facilities for younger travelers and businesspeople, and a
predilection for rooms with all modern amenities, since that is where guests tend
to spend most of their time.

» Middle-Eastern Tastes: The proposed system takes considerable concern to meet
the tastes of Lebanon's most significant traveling market. Middle-Eastern tastes
vary somewhat from that of guests from Europe, in that hotel development in the
region has followed after the American predilection for large building with many
amenities, particularly when considering hotels in the upper categories. For this
reason, hotels in the upper categories are given extra points for facilities such as
high-end restaurants, tennis courts, massage rooms and movie theaters, which are
not always rewarded under European ratings criteria.

SRI International I5
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B.

Lebanese Conditions: Perhaps the most important factors when developing
standards are the needs and condition of the county's hospitality industry. First,
Lebanon's hotels currently show a wide variety of quality, even within specific
categories. For this reason it is important to introduce some qualitative criteria
that will encourage the industry to remodel and maintain a high-quality product
across all categories and product offerings. Second, there is currently a large
amount of new hotel construction and remodeling of existing hotels. For this
reason, it is still important to set infrastructure criteria so that construction is
based on current international market trends and Lebanon’s desired position in the
global market. The proposed rating criteria will belp do this by, for example,
place a significant emphasis on guest accommodations.

Third, utilizing international standards for what constitutes a five-star or a three-
star hotel will hopefully improve the product offering at each category, so that
Lebanon's price/value ratio will improve. While Lebanon continues to target the
high-end and medium-high end of the tourism market, travelers and analysts point
out that a $180/night room in Beirut is of lower quality than a similarly priced
room in other parts of the region. New standards will hopefully improve the
quality of the product offering while maintaining the country's high average
tourist expenditures.

Fourth, the system that is proposed is based on the Swiss classification system,
with some quality factors borrowed from those of Scotland, England and South
Aifrica, and some basic standards from France, Bahrain and the World Tourism
Organization's specifications for standards in the Middle East. The Swiss
system's main attraction is that it has a good balance between objective
infrastructure criteria and quality factors. Moreover, its quality factor can be
easily expanded as the Lebanese industry transitions forward. It was the
judgement of the design team that Lebanon's hotels should not be suddenly
required to meet the same quality standards as those of leading tourism nations.
This proposed system meets this important criteria. And as mentioned, its quality
criteria can be expanded upon once Lebanese hotels are more ready in a few
years' time.

Finally, the proposed system is straightforward and transparent. Even the
qualitative factors are carefully interpreted, and are assigned a clear weight in the
ovenall criteria. In conversations with industry stakeholders throughout Lebanon,
transparency was raised as a key factor to consider for a new rating system.

Introduction to Proposed Classification System

The proposed classification system is composed of two parts. The first sets some basic
standards according to star-rating. These standards are clear and objective, and it is the
team's recommendations that they should be followed as closely as possible.

SRI International 16
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Tourism Classification System

D. Classification Process

The classification process is designed to be conducted by an expert classification team
with a thorough knowledge of the hospitality industry and its standards. This team
should be available to answer any kind of informational questions about applied
standards and their interpretation.

» Step I: A prospective new hotel owner, builder or representative approaches the
hotel classification team to consult about standards and their practical
implications. While not required, builders will generally want to do this before
they invest, for their own security. The inspection team will need to carcfully
answer all pertinent questions. Altematively, current hotel owners may approach
the inspection team asking for guidance regarding current standards.

) o Step 2: A new or current hotel owner, builder or representative approaches the
inspection team requesting to be classified. The inspection team creates a file.

» Step 3: A two-person team visits the property unannounced. Upon arrival at the
property, the inspector will contact the owner, general manager of manager's
representative for a brief interview. The purpose is to collect factual data about
the property and to discuss changes that have been made or are being planned for
the near future.

Following the interview, the inspectors will conduct a physical evaluation of the
entire property including the exterior and ail building areas. In addition, a random
cross-section of guest units will be evaluated for types of amenities, quality,
condition and decor. The inspector will also note the housekeeping and
maintenance.

The property owner, manager or a representative should accompany the field
inspector during the evaluation as this is an excellent opportunity to discuss
specific listing and rating issues.

During the inspection process, the inspector will discuss and clarify items needing
correction. The inspector will review these items with the owner, manager or
representative before leaving the property. It is advisable that the hotel owner,
manager or representative ask the inspector for clarification of any unclear or
confusing items noted.

> Step 4: At the conclusion of the evaluation, the inspector will provide the owner,
manager or other contact with a written summary of the inspection and the rating
decision.

> Step 5: Once the property has been rated, it will be evaluated once a year by an
inspector. Such inspections will be unannounced to ensure that they see the
property just as guests would.

SRI International 46



Tourism Classification System

VL. CLASSIFICATION STANDARDS FOR TOURIST RESIDENCES

A. Methodology

The methodology employed to develop the new tourist residence standards was similar to
the one used for developing hotel standards, with the difference that there are fewer
countries that rate their tourist residences, and therefore less international experience to
draw from. The main models used to develop the current system are those from
Switzerland and the United States. The team also drew from the country analysis done
by the SCORE team in 1997, which developed its proposed new standards from the
French system.

The same aspects where taken into consideration as were for the hotels system, mainly
the international evolution of rating systems, international industry trends, Middle-
Eastern tastes and Lebanese country conditions.

B. Introduction to Proposed System

The proposed system for rating tourist residences is similar in structure to that of the
hotels system, with the exception that no additional factors are judged beyond the
minimal ones. This is consistent with international practice, where tourist residences are
not subject to the same stringent quality standards as are hotels. The system is based on
the five-star system standard in the hospitality industry.

SRI International 7
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Tourism Classification System

D. Classification Process

The process of classification would be similar to that for hotels, the only difference being
that tourist residences will only need to be reevaluated every three years, or upon a new
request from the establishment, since in some cases properties may be upgraded to
correspond to a higher rating level.
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VII. CLASSIFICATION STANDARDS FOR OTHER LODGING PROPERTIES

A. Methodology and Introduaction

Following are classification standards for other lodging properties. Most of these
standards are based on either the model for Hotels, or the one for Tourist Residences.
However, each property type has several distinct features that make it unique. These
standards were developed based on international practices, borrowing from European and
American models.

As is the practice in most countries, the main distinction across categories within each
property type is in the quality assessment of the guest accommodations. For this reason,
all property types, except for condominiums, should be required to undergo the quality
assessment performed for Hotels, at least in regards to the sections covering building and
accommodations quality and upkeep. Condominiums, like Tourist Residences, are
properties for extended stays, and therefore do not require the guality assessment of
Hotels and other lodging properties. Boarding Houses, Equipped Camps and Youth
Clubs are not worth categorizing at all.

All these properties can be assigned a specialization.

B. Classification Standards
1. Bed & Breakfast

Classification standards for Bed & Breakfasts are based on the classification standards for
Hotels, except:

Security:

e There must be operational, single-station smoke detectors in each guest unit, regularly
maintained and tested. All other fire and security regulations will be consistent with
local ordinances.

¢ There should be 24-hour access to a property management representative, in person
or by telephone. If a management representative is absent for long periods or
overnight when there are guests, the property must provide telephones in guest rooms.

e General Guest Protection, Employee Welfare and Posting of Prices/Classification are
the same as for hotels.

Public Areas:

e The Front Office Service can be of an informal nature, though still attentive and
professional. The office may close afier business hours.

e The Entrance needs to be independent, not requiring guests to go through another
establishment. There is no need for a separate service entrance.
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e Properties should have a common room with good illumination for guest use at all
times. There is no minimum size for this room, but it should have enough area and
seating space to accommodate all guests during breakfast at one time. This area must
be separate from the owners'/managers' living quarters.

¢ Only one bathroom may be available in the common area, to be used by males and
females.

e A phone should be available for public use. It does not need to be closed and
soundproofed.

e Same parking requirements as for hotels.

Guest Room and Bathrooms:

e The minimam number of rooms at all category levels is four.

¢ The room should be of an adequate size to allow guest(s) to move freely about the
unit in relation to furniture placement. Higher category properties require larger free
floor space. Minimum room size for all categories is:

Single 6.0 m*
Double 8.4 m?

Family rooms should be substantially more spacious. So should higher category rooms.

e No minimum number of suites at five-star level.

¢ No minimum number of handicap accessible rooms.

¢ Rooms will be individually decorated with separate themes. Rooms are often
decorated with a variety of table coverings, decorative items/objects, framed mirrors
and other enhancements that create a home-like feel.

e Four and five star properties are required to have their own in-room phone. Others
may use a common phone, with at least one phone for every four units.

e Room Arrangement, Doors, Temperature Control, Safe Boxes, Habitability, Linen
Change and Laundry Service standards are the same as for hotels.

¢ Properties under the one to three star categories may have shared baths, not exceeding
a ratio of two guest units to one bath. Guest units with shared baths must have
adequate shelf space, light at mirror and a convenient electric outlet in the guest unit.
In such cases, each guest unit's bath linen, bath mat, glasses and soap bars must be
placed in the guest units.

* Bathroom ltems standards should be the same as for hotels.

Food and Drink Services:

¢ No Food and Drink Services are required except for breakfast service. One and two
star properties may serve a continental style breakfast. Three to five star properties
are required to serve a full, hot breakfast. Breakfast is to be included in the room rate.

General Standards:
e The Inspection for General Standards is to be conducted, taking into account only
Sections 1,2, 4, 6 and 9, which assess overall building and accommodations quality
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and upkeep. Five-star establishments will need to earn 90 percent of possible points
for these sections, four-star, 80 percent, three-star, 70 percent, two-star, 60 percent,
and one-star establishments, 50 percent.

2. Condominiums

Same standards as Furnished Apartments, except:

No need to post prices.

No reception hall minimum size.

No requirements on handicap accessibility of rooms, though accessibility is preferred.
No front office requirements. Registration may be done off-site.

No night service is necessary.

No requirements for safes at reception. Three to five-star properties still need to
provide an individual safe in each unit.

3. Cottages (Chalets)

Classification standards for cottages (chalets) are based on the ones for Tourist
Residences. Except:

Instead of a required night service, there need only be printed details of how to
summon assistance in the event of emergency at night. The proprietor and/or staff
should be generally available throughout the day.

The Reception Hall will generally be in a separate building, with no minimum size
requirements.

No handicap accessibility requirements.

No requirements for safes at reception. Three to five-star properties still need to
provide an individual safe in each unit.

4. Inns
Classification standards for Inns are based on the classification standards for Hotels,
except:
Security:

There must be operational, single-station smoke detectors in each guest unit, regularly
maintained and tested. All other fire and security regulations will be consistent with
local ordinances.

There should be 24-hour access to property management representative, in person or
by telephone. If a management representative is absent for long periods or overnight
when there are guests, the property must provide telephones in guest rooms.

General Guest Protection, Employee Welfare and Posting of Prices/Classification are
the same as for hoteis.
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Public Areas:

¢ The Front Office Service is of a more formal nature than under Bed and Breakfasts.

o The Entrance needs to be independent, not requiring guests to go through another
establishment. There is no need for a separate service entrance.

¢ Properties should have a common room with good illumination for guest use at all
times. There is no minimum size for this room but should have enough area and
seating space to accommodate all guests during breakfast at one time. This area must
be separate from the owners'/managers' living quarters. Inns may also have meeting
rooms, gift shops and other facilities found at higher service lodging properties.

¢ Only one bathroom may be available in the common area, to be used by males and
females. Four and five star properties will have two bathrooms, one for males and
one for females.

e A phone should be available for public use. It does not need to be closed and
soundproofed.

¢ Same parking requirements as for hotels.

Guest Room and Bathrooms:

¢ The minimum number of rooms at all category levels is ten.

e The room should be of an adequate size to allow guest(s) to move freely about the
unit in relation to furniture placement. Higher category properties require larger free
floor space. Minimum room size for all categories is:

Single 7.0 m*
Double 9.0m”

Family rooms should be substantially more spacious. So should higher category rooms.

e No minimum number of suites at five-star level.

¢ No minimum number of handicap accessible rooms.

¢ Four and five star properties are required to have their own in-room phone. Others
may use a common phone, with at least one phone for every four units.

e Room Arrangement, Doors, Temperature Control, Safe Boxes, Habitability, Linen
Change and Laundry Service standards are the same as for hotels.

e Properties under the one to three star categories may have shared baths, not exceeding
a ratio of two guest units to one bath. Guest units with shared baths must have
adequate shelf space, light at mirror and a convenient electric outlet in the guest unit.
In such cases, each guest unit's bath linen, bath mat, glasses and soap bars must be
placed in the guest units.

s Bathroom Items standards should be the same as for hotels.

Food and Drink Services:

¢ Inns should serve at least breakfast and dinner, with four and five star inns also
serving lunch. Breakfast cost does not need to be incleded with room rate.

¢ Room service should be available at the four and five star categories.
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General Standards

The Inspection for General Standards is to be conducted, taking into account only
Sections 1, 2, 3, 4, 6 and 9, which assess overail quality and upkeep. Five-star
establishments will need to earn 90 percent of possible points for these sections, four-
star, 80 percent, three-star, 70 percent, fwo-star, 60 percent, and one-star

establishments, 50 percent.

5. Lodge

Classification standards for Lodges are based on the minimum classification standards for
Hotels, except:

No requirements for suites for five-star properties.

At least one restaurant at all category levels.

Laundry service returned within 24 hours for three to five-star establishments.

The Inspection for General Standards is to be conducted, taking into account only
Sections 1,2, 3, 4, 6 and 9, which assess overall quality and upkeep. Five-star
establishments will need to eam 90 percent of possible points for these sections, four-
star, 80 percent, three-star, 70 percent, two-star, 60 percent, and one-star
establishments, 50 percent.

6. Motel

Classification standards for Motels are based on the minimum classification standards for
Hotels, except:

| ]
L]

No minimum reception halls size.

At the three to five star level, there should be one parking space for every unit, or
efficient valet parking. At the one and two star level, one parking space for every two
units, or efficient valet parking.

No minimum number of suites requirements for five-star properties.

No room service requirements.

Laundry service returned within 24 hours for three to five-star establishments.

No requirements in the "Facilities Available to Guests” category, except for a
restaurant at the four and five-star levels.

The Inspection for General Standards is to be conducted, taking into account only
Sections 1,2, 3, 4, 6 and 9, which assess overall quality and upkeep. Five-star
establishments will need to earn 90 percent of possible points for these sections, four-
star, 80 percent, three-star, 70 percent, two-star, 60 percent, and one-star
establishments, 50 percent.
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7. Unique Hotels
Classification standards for Unique Hotels are the same as Hotels, except:

e Unique hotels can only be listed as four-star properties. Evaluators will seek to be
fiexible on structural factors related to the property that make it unique but which
impede it from meeting normal hotel standards. Unique hotels should conform to all
the minimum standards of three-star hotels.

All specializations are possible, as is the case for all other lodging properties.
Facilities Available to Guests are not required, except for a high-end restanrant and a
bar.

¢ The Inspection for General Standards is to be conducted, taking into account only
Sections 1,2, 3, 4, 6 and 9, which assess overall quality and upkeep. Unique hotels
must earn 90 percent of the assessment points. Hotels that fail to earn 90 percent of
assessment points will not be considered a Unique Hotel.

C. Classification Process
For all property types except Condomipiums, the process of classification would be the

same as that for Hotels. For Condominiums, the process would be the same as that for
Tourist Residences.
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VII. TRANSITION PERIOD

A. Classification Team

One of the clear lessons from the review of international practices in classification
systems is that property evaluations need to be undertaken by a credible, high-quality
team of inspectors. Most developed countries are now moving to contract out the
inspecting services to consulting firms with a specialization in the area.

In Lebanon, the benefits of following a similar path would be substantial, and the SRI
team believes that the Ministry of Tourism shounld consider taking this now best-practice
approach. This concept is also strongly supported by the Lebanese private sector, which
is interested in being inspected by a firm with an international reputation to facilitate the
marketing of their properties to tour operators, travel agencies and individual tourists.

The Ministry of Tourism should continue to have a strong role in the setting of the
standards by which the private consulting firm will evaluate and rate tourist properties.
This role will be most important in the setting of the minimal infrastructure standards for
all properties, and in putting together evaluation standards for other property types (i.e.
lodges, motels, etc.) as they are needed.

B.  Reclassifying Existing Hotels

The issue of how to classify existing hotels that were constructed under the current
classification standards is key for the new system to be successful. The SRI team
believes that the criteria for reclassifying existing hotels shouid be the following:

» Provide a transition period of two years for existing hotels to adjust to all
new standards, except for ones related to the structural aspects of a building.
For example, existing hotels should not be subject to the same minimum bedroom
size standards, and minimum bathroom size standards set by the new
classification system. However, standards that do not require structural changes
to a property should be evaluated and enforced. This also applies to the quality
standards.

> Provide a transition period of five years for existing hotels to adjuast to new
standards affecting building structures. This period will allow existing tourist
establishments to make the necessary investments into their properties to meet
new standards. It is expected that many hotels will need to make significant
investments to maintain their current classification category. Other hotels will
instead choose to reposition to meet markets at a lower star-rating than the one
they currently target. It is expected that this development will be consistent with
Lebanese market trends. As new lodging construction continues, the market will
change, forcing hotels to strategically choose which segment of the overall travel
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C.

and tourism market to target. The new classification system will not be the direct
cause of the market repositioning, but rather act as an aid for what a property at
each category should look like, thus bringing some order to the process.

New lodging establishments will be subject to the new standards
immediately. Part of the urgency for developing new standards is the rapid pace
of construction of new hotels in Lebanon. These new standards should help guide
the investments of new construction.

Maintaining a Modern Rating System

The carrent proposal for a new tourism establishment classification system is only the
beginning of the what needs to be done in the coming years. Tourism regulations should
always be in thoughtful evolution, seeking to best meet the needs of a shifting industry.
The following are some of the factors that should aid in the continued modernization of

the classification system.
» Establish as much as possible of the system as a Ministry of Tourism

regulation, rather than as a decree under the jurisdiction of the Council of
Ministers. Tourism standards need to be constantly updated and improved upon.
Every so often, the Ministry of Tourism and other industry stakeholders need to
revisit them and make amendments. These changes will be easier to make if they
do not need to go through an extensive bureaucratic and political process, but
rather are kept within the jurisdiction of the Ministry. Moreover, the
interpretation of the rules should be left to the inspection team, which should be
required to issue a document elaborating on its practices for interpreting specific
rules with the goal of making the evaluation process as transparent as possible.

Incorporate more qualitative criteria as the domestic industry consolidates.
Mature lodging industries are subject t0 even more qualitative criteria for
categorization than the ones in the proposed Lebanese system. It is the judgement
of the SRI team that the Lebanese industry, particularly its non-chain domestic
hotels are not yet ready for the same standards as lodging establishments in
England or the United States. However, these properties would benefit if at some
point more extensive qualitative criteria were introduced. The current system is
designed in a way that these could be easily developed.

Make a decision on if and how to rate other lodging property types. At this
point it is too early to develop specific standards for motels, inns and other types
of lodging properties that are virtually nop-existent in the Lebanese market.
However, at some point the Ministry of Tourism, in conjunction with private
sector stakeholders, will need to decide how to classify such properties. Many
countries choose not to categorize such properties, others use hotel ratings as the
basis for categorization, while still others develop standards very specific to each

property type.
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ANNEX

INTERNATIONAL EXPERIENCE IN
DEVELOPING CLASSIFICATION SYSTEMS
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A. Mexico

The classification system for Mexico is new (1997), and is currently being transitioned
into the implementation stage. Before 1993, registration/categorization was required and
performed by Sectur, the govemment tourism agency. In 1993, after complaints from the
private sector that the rating system was full of corruption, with hotels "buying” the stars
that they received, the government decided not to rate any more, in the hopes that some
private sector system would develop.

After the Mexican government pulled out of the rating business in 1994, many
consultancies sprung up with their own classification systems. However, they tended to
be less than credible, basically selling "stars”, "diamonds”, even "dragons,” all symbols
that were supposed to connote some sort of quality standard. Unbappy with this
situation, the private sector, through its associations, then asked the government
certifying agency, which had authority over norms and certification for a wide spectrum
of areas, including product safety, to look into tourism rating standards.

The new standards were set through the Consejo Nacional Empresarial Turistico
(National Tourism Corporations Council). This is a working group that is composed of
representatives from the government, the private associations, and the two private entities
that have been licensed to conduct the inspections. These are "Calidad Mexicana
Certificada” and the "Instituto Mexicano de Normatizacion y Certificacion.” The
government gave one of the private sector certifying entities funds to conduct a study in
which they looked at 18 examples of rating systems worldwide, including visits to the
countries examined. As a result, they came up with a modei that has both stars, which
rates infrastructure, and diamonds, which rates quality of service. This is a result of the
major tendency they found worldwide, which is that service is becoming an important
component of rating.

In 1996, the Council approved the new standards. The system was set-up so that it was
self-financed, with a small subsidy from the private sector associations. A certification of
a 5-star hotel can cost US$1000.

In 1997, the system was piloted in several hotels and since then the two cestifying
institutions have been busy at work trying to certify the more than 800 applications they
have pending. It normally takes about 6 months for a hotel to meet the inspection norms
and be certified. The inspection of a large hotel is done by two people, taking them an
entire week. One observation that has been made is that domestic hotels, many of which
are smaller, have not shown as high a propensity to be classified as the international
hotels. I appears that managers and owners of non-brand hotels are not well educated in
terms of the benefits that can be incurred by being certified as being of a centain category.
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Mexican Summary and Lessons Learned

Government/private partnership sets standards.

Mix of infrastructure and service criteria, system is voluntary.

Two private companies conduct certification.

Positives: Private sector involvement in cestification makes system very credible.
Negatives: Expensive for companies, slow application of system, not enough
participation by domestic hotels at this point.

VVVVY

B. South Africa

South Africa has gone throngh two major significant changes in its classification system
over the past six years. In 1993, South Africa instituted a new rating system that tried to
give credit to service, as well as infrastructure.

The National Tourist Accommodation Grading and Classification Scheme (NGCS) was
created as a voluntary system, but it was required for all hotels that participated in the
traditional stars rating program that classifies according to infrastructure, the standard
way of doing it.

Plaques were awarded based on service levels and they were to reflect the warmth of
welcome, efficiency, appearance of premises and staff, along with the quality of
furnishings and fittings. A burgundy plaque indicated approved service. A silver plaque
signified superior hospitality.

Service classification was not influenced by star grading, so it was possible for lower-star
establishments to achieve silver classification. The new system was needed, it was
claimed, because star grading did not give any clear indication of the type of service
offered. Some highly graded hotels had provided service that was unsatisfactory. The
NGCS system was consumer driven, with consumer feedback sysiems an important part

of the process.

However, this year this system was dropped. The main reason for this is that one of the
main features of the system was that the fees levied were higher than cost. Those funds
were used for Satour's promotional efforts, a Hospitality Industry Training Board,
conferences and training to upgrade and maintain the staff service and expertise, and
other such activities. Many of the hotels that participated in the system, particularly the
big brand hotels, objected to having to cross-subsidize promotional efforts for the many
domestic hotels that were not participating in the system.

At one point last year, all major hotels opted out of the system, resulting in massive
financial losses for Satour. As a result, Satour has decided to get out of the ratings
activities altogether, to help set-up a new privately run system that it will license private
sector entities to run, and, at the insistence of the international hotels, to drop the service
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criteria and move to an all "objective criteria” system. It appears that the international
hotels regard their service as high quality and do not want to deal with someone else's
standards on top of their own internal ones.

According to some observers, the ones who will lose out will be the domestic hotels,
which tend to benefit from the attention to their service provision. Moreover, the
inspection process tended to inform such hotels of latest customer taste trends and of
ways in which to improve their service standards.

The standards for the new system will be set by Satour and the industry stakeholders.
The main lesson from the preceding years is that whatever system is adopted, it needs to
have the buy-in of the private sector and be led by it. Otherwise people will try to find
ways around it or opt not to participate.

South Africa Summary and Lessons Learned

> Current state in transition. National Grading Scheme (1993-1999) had
government set standards in consultation with private sector.

Voluntary, with fees collected for system maintenance and marketing efforts.
Criteria based on service and infrastructure.

Positives: Sought to address service, helping to hightight and improve the quality
of domestic hotels.

Negatives: Lack of buy-in from the private sector brought system's collapse.

vV VYVvYvY

C. England

England has had three separate hote] ratings organizations, all of which are private. Until
recently, each one of these organization had its own rating criteria.

> The Automobile Association (AA) used to award "stars” based on hotel quality.

> The English Tourist Board used to award crowns, according t0 some national
rating system. There were two parts to this system, with Standards of Approved,
Commended, Highly Commended and Deluxe given according to quality reached
by a hotel or a guesthouse. Crowns were awarded according to the facilities
available at the hotel. Basically, the more facilities, the more crowns.

> The Royal Automobile Club (RAC) gave stars based on both the level of service
and the range of facilities offered. Hotels could also receive three merit awards:
Hospitality, awarded for outstanding “hospitality” and service; Comfort,
indicating a high standard of "comfort" throughout the hotel; Restanrant, hotels
with high quality restaurants serving excellent meals. Finally, a Blue Ribbon
Award was issued to hotels that achieved all merit awards.
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All these systems were pay-as-you-go, with the classification resulting into entrance into
the respective entity's marketing materials. Many hotels were registered with two or all
three of the inspecting bodies. As could be expected, this system caused a great deal of
confusion for customers. Therefore, in the last year (1999), the government
asked/suggested, and the three bodies agreed, to have a common categorization system.
While the standards are the same, the three bodies are still the ones that do the inspecting,

The standards were set by a Joint Management Commitiee, composed of representatives
from each of the three bodies and other stakeholder groups, such as hotel associations.
The standards were approved by the government. Only inspected hotels are included in
anyone's marketing materials. There has been a lot of positive reaction to this
development, with customers very pleased about the simplicity of the system.

England Summary and Lessons Learned

) 4 Private-sector standards, with government direction.

> Self-financed system, addressing both infrastructure and service.

> Positives: Simple system for consumers to understand, good private sector
sensitivity to government suggestions.

> Negatives: Inconsistencies in the interpretations of the rules by the three
certification organizations.

D. Spain

Hotel standards in Spain have been decentralized, allowing each of the country’s regions
to set its own hotel classification criteria In one region the rating may depend on the
hote] infrastructure, while in another it may depend on the quality of the service or a
combination of the two, resulting in a situation where any given hotel could receive
widely different classification in two different regions. In general, classification
standards tend to be set by regional governments, with certification often outsourced to
private consultants.

One of the most interesting developments in Spain is the shift toward certifying quality.
The WTO has worked with the Canary Islands, and now with the rest of Spain, in
developing quality standards for hotels. A white "Q" (for quality) appears in hotels as a
sign that tourists have chosen a hotel or apartment that meets quality standards. These
signs appear in brochures from tour operators and on hotel signs. The system appears to
have worked, by encouraging botels to improve their quality of service, which in tarn has
increased the number of tourists into the region. This has been particularly important in
Spain given that few of the beach hotels belong to major-name chains. Visitors instead
had to rely heavily on tour operators, travel agents and guide books. The "star” system in
place only rated the type of facilities, not the quality of the property.
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Hotels that apply for registration for the quality plan have to prove that over a period of at
least six months they had been running a specific program of activities designed by the
quality inspection team. These include the introduction of a self-evaluation system of the
quality of the service provided, questionnaire forms on which clients could make
comments, and sending staff to training sessions run by a government hotel quality
program. Once they meet those requirements, hotels are inspected by an international
consnltancy, which produces a report on staff service and training, and the cleanliness,
conservation and running of the property. The report is then studied by an independent
panel that includes representatives from the European Hotel and Restaurant Federation
(HOTREC); the European Foundation for Quality Management; and national, regional
and local governments, before deciding whether a certificate should be awarded.

Spain Highlighis and Lessons Learned

Standards are set regionally, with local governments generally setting rules but
outsourcing inspections to private sector.

Canary Islands instituted a system to acknowledge and reward quality.

Standards were developed with help from WTO, inspections are performed by a
consultancy.

Positives: System has encouraged upgrading the quality of hotels.

Negatives: Requires high-level of competency from inspectors.

VvV VvV VY

E. Scotland

The Scottish Tourist Board started grading in 1985. It was thought that the two then-
current grading agencies, RAC and AA were not looking at quality and were confusing
the consumer. The aim was to set standards that would help improve the quality and
infrastructure of the hospitality product while providing customers with information on
the type of establishmments available. The Board therefore instituted a system where
diamonds were given based on quality and crowns were awarded based on am
establishment's infrastructure.

However, these two symbols seemed to be confusing for the consumer. The Board
conducted some consumer research, with focus groups made vp according to the
natiomality of the prevalent hospitality copsumers: Scottish, English, Americans,
Europeans, and Japanese (in that order). What they found was that consumers liked the
stars, as the symbol, and that they wanted it to describe quality. The Board thought that
infrastructure was much easier for hotels to convey (how many pools, how many
restaurants, etc.) and therefore not so necessary for a grading system. They also
concluded that there is no such thing as an international standard, and that when people
think about how good a place is, they think about how good the service is, not the
infrastructure.
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Since 1996, the new system is based solely on quality. Wales has now adopted the same
system and other countries are considering it. Industry has been a part of the entire
process. An overseeing commitiee goes over each of the specific standards and how they
need to evolve given changing consumer needs and tastes.

The system is not obligatory, though 80 percent of all hotels participate. The fees range
from L75 for a 2 bedroom bed & breakfast to L750 for the largest type of hotel. The fees
are purely used to finance the system, which receives oniy a 20 percent subsidy from the
government, a figure that will be reduced to zero within a few years.

The Board has about 40 employees, 25 of which are inspectors. The inspectors not only
inspect, but help owners by advising them on how to improve their property. Originally
inspectors were head-hunted from private rating systems and hotel organizations. They
all had an industry background, which is very necessary for this type of evaluation.
According to observations made by the head of the Board, for countries that are not going
to be able to have such highly trained individuals to conduct inspections, licensing the
inspections to the private sector is a good option, rather than baving uninformed
inspectors doing highly complicated evaluations. However, they need to be careful with
having more than one body conduct the inspections, given that consistency is key.

Scotland Highlights and Lessons Learned

> Government-led and run system, with private-sector input.

» Pay-as-you-go system. Standards based solely on service, not infrastructure.

» Positives: Simple five-star system that highlights Scotland’s high quality service
hotels. Consumer oriented. Has encouraged hotels to invest into improvements in
training.

> Negatives: System has no reference to infrastructure amenities offered by hotels.
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